Mr. Kobert M, Fro-r april 2%,. 1988
BExXciss T2y Unit

pavid H. Levine
Tax Counsel

Thies i8 in response to your memcorandum dated
Pebruary 25, 1988 regarding whether the amount of the Universal
Telephone Service Surcharge should be included in the measure
of the Emergency Telephone Users Surcharge,.

The Emergency Surcharge is a tax irnposed on sarvice
users which is measured by charges for services. (Rev., & Tax.
Code S¢% 41011, 41013, 41020, 41024.) Section 41011 defines
"charges for services®™ to include all charges billed by a
gservice supplier for intrastate service and to not include any
tax imposed by the United States or by any charter city or a
charge for basic exchange line service for lifeline services.
You ask whether the Universal Surcharge is a charge for service
pursuant to section 41011.

Under previous law, universal service was funded by a
tax imposed con service suppliers, measured by certain gross
revenues excluding taxes. (Rev. & Tax. Code §§ 44024, 44020.)
AB 386, Chapter 163 of Stats. 1987, repealed this law andé
addecé¢ the Moore Universal Telephone Service Act to the Public
Utilities Code (P.U.Code § 871 et seq.). Universal service
is now funded by a surcharge to service rates which may be
separately identified on customers' bills. (F.U.Code 5§
879(c).) Ae we understanrd this prevision, the surcharge can
be included in the crharge to the customer without being
separatcly identified, or may be separately identified. The
surcharge may nct be added to charges for universal service.

We nots that if the Universal Surcharge were to be
inclucded in the rcasure of the Emergency Surcharge, and vice

versa, thias wau'- mragent an adr‘ri«trative problem. However,
the Urivoeressl | :5¢ is sert by thce . PUC and is a surcharge.

to service ratce. (F.U.Code § 879(c).) Although not entirely
clea', it aprezr~ nhat the "service ra*e" {s a lees encom-7
passing tern th - "cwarges for services®™ ané woulé not ircluce*;

the Emergency © arae which is required to be separately oo '
stated from the ~vice rate. (Rev., & Tax. Code § 41022. ) ~';.




fased on our understanding of the IUniversal Surcharce,
it iz nct reguired to bhe segarately statad, but may singly be
included in the total anount billed teo the customer (prasumaidly
the PUC could require they be separately stated, but that does
not appear to be statutcriliy mandated). 1If the surcharae uwere
aot scparatrl" stated, it would be difficult to argue it was

not a charge for servires under section

41011.

(This obser-

vation iz only one consideration; ve would reach the same

conclusion as set
separately stated.)
exclucdes from the measure
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as defined by section 41011 includ
the Universal Surcharge since that amount is not

forth relow even i{f the surcharge vere
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are not
we conclude that
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excluded from the definition and ie actually part of the charge
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PHL:es
cc: Mr. Lawrence A. Augusta
Mr. £, Leslie Sorensen, Jr.




